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1 . FOLLOWING MESSAGE FOR EMBASSY INFO AND REQUIRES NO 
ACTION. 

2. AS RESULT OF DISCUSSIONS SEVERAL WEEKS AGO WITH STC 
OFFICIALS ABOUT PEANUT OIL PROCUREMENT, USDA MADE INFORMAL 
AND PRELIMINARY PROPOSAL TO INDIAN EMBASSY OFFICIAL. DIS- 
CUSSIONS COVERED POSSIBILITY OF WHETHER PEANUT OIL IS AVAIL- 
ABLE FOR SALE TO INDIA AT THE WORLD PRICE. DISCUSSIONS 
CENTERED ON REPORTS THAT SINCE THE INDIAN OIL-SEED CROP WAS 
INADEQUATE TO MEET CONSUMPTION REQUIREMENTS, OVER 700,000 
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MT VEGOIL MUST BE IMPORTED AND NOT ALL OF THIS REQUIREMENT 
HAS BEEN COVERED BY PURCHASES TO DATE. DUE TIGHT SUPPLY 
U.S. VEGOILS, NOT LIKELY NEEDS CAN BE MET BY ADDITIONAL PUR- 
CHASES U.S. SOYBEAN OIL. USDA BELIEVED GOI MIGHT BE 
INTERESTED IN PROCURING SOME PEANUT OIL. 

3. ALTHOUGH CCC OWNS UNCOMMITTED STOCKS OF 68,000 MT OF 
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PEANUT OIL, USDA POLICY DICTATES THAT EXPORT SALES BE MADE 
AT NOT LESS THAN THE CCC ACQUISITION COST WHICH IS HIGHER 
THAN CURRENT WORLD PRICE. THEREFORE, USDA EXPLORED VARIOUS 
POSSIBLE SALES ARRANGEMENTS UNDER WHICH SURPLUS CCC STOCKS 

ACQUIRED THROUGH THE PEANUT PRICE SUPPORT PROGRAM COULD BE 
MADE AVAILABLE TO INDIA AT A PRICE WHICH TOGETHER WITH 
FAVORABLE CREDIT TERMS WOULD MAKE A SALE FINANCIALLY 
ATTRACTIVE TO GOI. 

4. CURRENT WORLD PRICE OF PEANUT OIL IS ABOUT 04 DOLS/ 

MT (0.41 DOLS/LB. AT ROTTERDAM), WHILE CCC PRICE WOULD BE 
ABOUT 1.234 DOLS MT (0.56 DOLS/LB F.O.B. GULF PORTS). COM- 
PARATIVE PRICE U.S. SOYBEAN OIL IS 738 DOLS/MT (0.33 DOLS 
LB. F.O.B. GULF PORTS). 

5. AFTER CONSIDERING SEVERAL ALTERNATIVES, USDA CONCLUDED 
SEVERAL ALTERNATIVES MIGHT BE FEASIBLE. FIRST WOULD BE 
SALE OF 50,000 MT CCC PEANUT OIL AT ACQUISITION COST PRICE 

OF 1,234 DOLS UNDER TITLE I, PL 480 WITH AN INITIAL PAY- 
MENT (IP) OF 50 PERCENT. ALTERNATIVELY, A CASH SALE OF 
25,000 MT TIED TO A TITLE I SALE OF 25,000 MT WOULD BE 
ACCEPTABLE TO USDA, BUT SLIGHTLY LESS FAVORABLE TO GOI IN 
VIEW OF 5 PERCENT IP AND GOI LESS LIKELY TO BE INTERESTED. 

FYI - EITHER OF THESE ALTERNATIVES WOULD PRESUMABLY RE- 
QUIRE A BUDGET INCREASE WHICH WOULD BE QUITE DIFFICULT TO 
OBTAIN. END FYI. 

6. SUBSEQUENTLY, USDA AND STATE DISCUSSED ABOVE POSSIBIL- 
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ITIES WITH INDIAN EMBASSY OFFICERS. THEY SAID THEY WOULD 
INFORM GOI OF POSSIBILITY DISCUSSED ABOVE, BUT INDICATED 
HIGHLY UNLIKELY GOI WOULD BE INTERESTED. INDIAN EMBASSY 
MINISTER (COMMERCE AND SUPPLY) DIXIT HAS INFORMED US THAT 
GOI WAS AWAITING AMENDMENT TO PL 480 LAW TO REMOVE VIET- 
NAM RESTRICTION BEFORE APPROACHING US ON ADDITIONAL AID. 
AGRICULTURE HAS TOLD INDIANS THAT THESE SALES PROPOSALS WERE 
EXPLORATORY, AND THAT BEFORE ANY SUCH SALE COULD BE MADE 
IT WOULD BE NECESSARY TO OBTAIN NECESSARY FUNDS APPROVAL 
FROM OMB AND APPROVAL FOR TITLE I PROPOSAL FROM INTER 
AGENCY STAFF COMMITTEE (ISC). 

7. PLEASE UNDERSTAND THAT THIS POSSIBLE SALE HAS NOT BEEN 
DISCUSSED AT INTERAGENCY LEVEL AND AT THIS STAGE DOES NOT 
REPRESENT USG PROPOSAL OR POLICY BUT IS PURELY EXPLORATORY, 
ARISING OUT OF INITIAL DISCUSSION WITH STATE TRADING COOPE- 
RATION REP. VANCE 
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